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{| | activity has increased as shown on the en- 
1} larged section to the left of the Real Estate 
TTITTTTTTTT T Activity chart shown above. That it is now defi- 
|| RUUHLAUL LR Hl nitely heading back toward the normal line even 
| THIS MONTH =56.5% | the most skeptical must admit. Our forecast in the 













































































i tast « -59.8 | January issue said, "We believe real estate activ- 
||| YEAR AGO -57.5 | ity may get to -40 or -35 by the end of the year". 
1 | Hil NAUAII AVAIL TIA This will require continued improvement at the 
HLL LLL rate of the last five months. This seems more 
reasonable now than it did at the time our fore- 
cast was written in December. 
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The most significant change this month is in 
the foreclosure rate. (See chart in the upper 
| left hand corner of the next page.) The foreclo- 
| sure rate has fallen from 147 foreclosures per 
| month for every 100,000 families last September, 
to 90, a drop of approximately 39%, So large a 
drop without moratorium legislation of any sort in 
Missouri is quite significant. 
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The marriage rate is now higher than it has 
been any time during the past three years. (Chart 
on page 243.) Last April it was 56.7% below norm- 

| al; now it is 37.3% below and climbing each month, 
Hitt Each increase in the marriage rate increases the 
|| 
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number of families and absorbs vacancies, 


le LI We have added anew barometer this month, 

TTT at Real Estate Sales. (Page 2435. As 1929 sales of 

Hitt | EEL | real estate throughout the country were very close 

-701 | | Ml | | | 1] to an —"e for a ie gn — ~ soma 
- used 1929 as a base and have figured each mon 

_ _— — —_ since as a percentage of the 1929 figure. This 

index excludes trustee's deeds,sneriff's deeds and all such other deeds as do not 


















































clearly represent sales. The chart has been corrected for seasonal fluctuation. 
The improvement in sales since July, 1955 - the all-time low - is quite apparent; 
sales have almost doubled in this period. This consistent improvement, which we 





A brio expect to continue during 1954, is most encouraging. (continued on Page 247) 
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CONSTRUCTION COSTS, NEW BUILDING AND RENTALS 


HE long chart above represents a continuation of the study in the February, 1934 

issue on the effect of the 59¢ dollar on real estate. Last month we were con- 

cerned primarily with the probable amount of the increase in rentals and values. 
In this study we are interested primarily in the sequence of the various factors 
which will bring about the increase. 


The solid black line in the chart above shows the variations in the whole- 

sale price level of building materials during the past eighty-four years. We would 
much prefer a line showing the fluctuations of actual building costs, including la- 

bor and overhead but we know of no index of this sort covering the earlier period of 
our study. From 1900 to the present we have shown our own index of the actual cost U 
of residential buildings by the dotted line. It will be noticed that these two 
lines are in fairly close agreement during the greater part of the period. However, 
during the 1916-1920 veriod, the rapid rise in the wholesale price of building ma- 
terials was not reflected to as great a degree in the cost of an actual building. 
During that period there was little building, and the wages of building mechanics 
had not yet shared in the advance experienced in building materials. This is shown 
quite clearly in the small chart on the next page. The dash line on this chart shows 
the change in the cost of the building materials going into a residential building; 
the dotted line, the labor cost. As a general principle, wage rates during the last 
boom advanced as the volume of construction increased and actual wage rates on resi- 
dential building decreased with the dimunition of building. Labor costs as shown on 
the chart are actual and not necessarily union. During the peak the scale paid on 
all building was at least to the union scale, but during most of the balance of the 
period, actual amounts paid on residential building in most cities in the United 
States were below the scale, 
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At the present time, cost of building is increasing at a very rapid rate, 
due to the fact that building material costs are rising and will continue to rise, 


and at the same time labor costs are advancing due to code provisions. 


The total construction cost line on this chart is very interesting, as it 

shows the combined effects during the last boom of the totally different curves of 

labor and material. Had labor costs risen rapidly in the period from 1915 to 1920, 

the total cost would have risen far more rapidly than it did. However, the rise in 

total cost during the last boom period was sufficient to prevent any new building in 

any volume before 1922, in spite of the fact that the housing shortage became acute 

in 1919. An increase caused by increases both 

in material and in labor will have a still 

greater deterrent effect on new building during 
the next two years. 


Building material prices are -now 
starting to increase very much as they did dur- 
can ing the greenback inflation of the Civil War 
[MATERIAL | period and the credit inflation of the World War 
period. In each of these cases the increase in 
building costs acted as a deterrent to new build 
ing and resulted in a housing shortage. In each 
of these cases the housing shortage doubled rent 
als. It seems to us that this result will natur- 
ally follow again. 


COST IN DOLLARS 


How soon will rentals start up? A 
study of the long chart above shows that during 
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period, rentals followed building material prices by about 
uring the World War period the lag was almost five years. The 
lag depends upon the length of time it takes to absorb the 
f space. That is the reason we are so interested in taking a 


Sy survey. 


the United States continues its economic improvement at the 
ng place, we believe that vacancy will be reduced to about 3 


first of next year. Our studies lead us to believe that this 
Al percentage. When vacancies have gone below this point in 
increase rentals has started. The rate of increase will 
» once it gets well under way. In 1919 and 1920, the average 


nt per month per room in single family dwellings in Saint 
ed as follows: 


1919 1920 
anuary $4.12 $5.71 
pril 4.05 8.00 
uly 4,82 9.35 
ctober 5.08 10.30 


in advertised apartment rentals started earlier but showed as 
crease: 


1918 1919 1920 
anuary $7.95 $10.33 $14.70 
pril 8.26 10.00 15.00 
uly 8.13 11.50 16.20 
ectober 9.28 11.76 18.75 


(Continued on Page 248) 





246 


























Se Om a es ee 


| . PERCENTAGE OF VACANCY iy Y TYPES — 
: 7 IN SAINT LOUIS ~pntesiieemngugieaddimaiae 


+ — _— a a ny 


~) REAL ESTATE ANALYSTS, INC. 
— >—_—_———- ee ee 
| 









































+ [—— a 








t 


., 79 OR MORE FAMILY DWELLINGS 
pet ~Sey_ EXCLUSIVE OF APARTMENTS __| 


re, 
“ee, | 
| % | | | 











hs a | 
ie, 

—_ | | | 
APARTMENTS 
.~ 
= 


—— be 
_ eae — = as 
2-FAMILY } 
+———+ DWELLINGS - . — 
t 


| 





T 








—+——- +—- + _— 


~ 
SINGLE FAMILY OWELLINGS 
+-—— 
} } 


PERCENTAGE OF VACANCY 














4—_} fd 


A baea | 
| 
a + + 
jj +> — + + + — —— 7 
I | 
\\ | sept.|oct. | nov. | vec | war. | apr. | may | suNe | vucy | auc. | SEPT. | oct. | Nov. | DEC. | 
1932 1933 1934 


A HOUSING SHORTAGE IN THE MAKING 
Re ESTATE ANALYSTS, INC., has expanded its monthly vacancy survey 

















this month to approximately double the units covered in preceding 

months. Almost ten thousand dwelling units in all parts of the city 
were covered by an actual field inspection. This check indicates that gen- 
eral vacancy continued to drop this month at about the same rate main-- 
tained since last October, about 1/2% per month. 


The larger part of the vacancy which still exists consists of 
units which are not desirable. 


We are convinced that the entire United States is headed for an 
urban housing shortage which will become acute during 1955 or 1936. The 
result of this shortage will be to make rentals skyrocket. When this takes 
place - and not before - residential building under private initiative 
will start. 








(CON TINUED FROM FRONT PAGE) 

Residential rentals for one and two family dwellings showed no 
change in comparison with the preceding month. (Charts on Page 242.) 
Apartment rentals continued to drop at about the same rate maintained dur- 
ing the past two years. We think it likely that both apartment and one 
and two family dwelling rentals will stabilize before the end of the year. 


New residential building is going forward at pitifully low lev- 
els. (Chart on Page 243.) This is unavoidable as new building will not 
start until rentals and values rise to a point where new buildings at the 
increased cost levels can compete with buildings already built. The owner 
of improved property and the real estate broker should find encouragement 
in the dearth of building. With a limited supply being rapidly absorbed, 
rentals and values will rise faster and higher than they would if the sup- 
Ply were being augmented. 


As a result of the combined effect of government purchasing for 
heavy engineering public works projects, code operation and revaluation 
the price of building materials is rising rapidly. (Chart on Page 243, 5 
This will be the chief deterrent to new huilding. In addition, it will 
increase values of all useful buildings directly. Our studies over a 
thirty-four year period indicate very definitely that values of all useful 
buildings increase as their replacement cost increases. (See Page 163 in 
the July, 1933 Real Estate Analyst for the complete study of replacement 
cost in its relation to sales.) 
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CONSTRUCTION COSTS, NEW BUILDING AND RENTALS (continued from Page 246) 


It should be borne in mind that the foregoing figures are advertised rent- 
als and that these would reflect changes quicker than rentals on a lease basis where, 
of course, there would be some lag in rental changes. 


There is one other lesson we can learn from our eighty-four year study of 
rentals and building costs. Over this period of years, rentals have kept in rough 
step with building costs. While there have been periods when building costs rose 
rapidly and rentals lagged, it is significant that over the greater part of the time 
the two were together. This is due to the fact that rentals are based on a necessary 
return on the investment in ground and building. At times, rentals are not high 
enough to pay this return. The inevitable result is a lack of new building during 
such a period, which reduces the supply of suitable buildings. This raises rentals 
until again it seems profitable to build. This dependence of rentals on the presence 
or absence of new building and new building on rentals holds the two lines together. 


The sequence of events which leads to a building boom is shown by the 
small charts below. 

The top chart to the left shows our 
ONE CYCLE OF APPROXIMATELY I5 YEARS expectations based on past cycles and 
; present tendencies for the absorption of 
vacancy. The dashed vertical line on all 
VACANCY of these charts represents the present 
time. It will be noticed that we have 
been absorbing vacancies for some time 
and that we expect this absorption to cor 
tinue for several years longer, resulting 
in a housing shortage which will gradu- 
ally ease as new building (shown in the 
bottom chart) gets under way, until by 
the end of the cycle, vacancy is high 
again, but not so high as it has been in 

the present distress period. 











RENTALS The second chart shows our ideas of 

probable rental fluctuations during this 
cycle. It will be seen that we expect 
rentals to sink a trifle lower before the 
rise starts. This rise will be the result 
of the falling vacancy shown in the top 
chart. As vacancy increases toward the 
end of the cycle, rentals will drop. They 
will not decline to anything like the 
present level. s 


BUILDING COSTS The third chart shows the expected 


building cost variation during the cycle. 
Building costs declined steadily until a 
year ago when they started rising ata 
very rapid rate. We expect this line to 
rise, due to codes, revaluation, etc.,for 
two to four years, then gradually to drop 
to a slightly lower level. 
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A comparison of this chart with the 
rental chart immediately above it shows 
RATIO OF why there is’ so little chance for new 

building at present. Rentals at the pres- 


CURRENT RENTS &VALUES ent time are too low to pay a return on 
TO CURRENT BUILD’G COST the cost of a building built at the pres- 


ent cost of construction. With construc- 
tion costs advancing rapidly and with 
aoe. rentals still dropping, this ratio is be- 
coming more unfavorable each month. This 
ratio is shown in the fourth chart; it 
furnishes the incentive for a building 
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boom. When this ratio is high it is pro- 
VOLUME OF fitable to build. As soon as the finan- 
NEW BUILDING cial interests realize that real estate 


is profitable, financing eases and the 
boom gets under way. Our studies would 
indicate that there is generally a lag of 
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more than a year before the incentive ratio becomes favorable and new building 
starts. (See Page 198 in the October, 1933 issue.) 


The bottom chart is our general impression of the next building boom. It 
will be seen that little residential building is expected in the next few years. The 
peak of the boom we expect somewhere around 19359 or 1940. We will undoubtedly over- 
build in that boom as we have in all preceeding ones,causing vacancy to increase and 
rentals to drop as shown in the two top charts. 


In this series of charts we have purposely omitted any definite scale of 
years or values, as it is impossible to forecast with exactness ten to twelve years 
in advance. However, it should be remembered that while the general business cycle 
has been very erratic, the real estate cycle, since the Civil War, has been extreme- 
ly consistent. 


We are more interested in this series of charts in getting the relation- 
ships of the various factors in mind than we are in whether the height of the next 
building boom will come in March or April of 19??, These relationships are funda- 
mental and follow each other inevitably as indicated in the charts. 





NOTES ON CUBIC COSTS ON PAGE 250 


HE cubic costs on our standard buildings as reported on the following page show 

a sizeable increase over the preceeding quarter. Most items of material have 

advanced. Lumber and millwork have shown the largest advance; plumbing materials 
and many of the hard materials come next. Heating equipment, both hot air and hot 
water, have shown the smallest advances so far. 


Most building material prices are now filed with the local code author- 
ities in an open price arrangement sanctioned by the codes. Each manufacturer files 
the price and all conditions of sale for each item. It is then a violation of the 
code to sell to any individual at a price or on conditions of sale other than the 
one filed. This does away with the preferential treatment of a shrewd buyer and re- 
quires that all buyers of the same class be given the same treatment. 


Due to the new Constrvction Code (effective March 2) unskilled labor must 
be paid a minimum of 40¢ an hour. Skilled workers will probably establish their 
rates later in each area in accordance with code provisions. When they do, labor 
costs will advance materially. 


It seems to us that building costs are going to continue to advance at a 
rapid rate for the next few years. 


This, of course, is desirable from the standpoint of the owner of real es- 
tate, as each increase in replacement cost-adds to the value of all useful buildings 
already built. 








The information and charts contained in this re- 
port are protected by copyright and are restrict 
ed to the confidential use of subscribers only. 
The Real Estate Analyst is published monthly by 
Real Estate Analysts, Inc., Saint Louis, a sta- 
tistical, survey and appraisal organization. The 
subscription price is $180 a year, payable semi- 
annually iri advance. Real Estate Analysts, Inc., 
is not engaged in financing, mamagement or bro- 
kerage of real estate. 
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MODERN BRICK BUNGALOW 


as shown and described in pages 122 and 

2lusive of financing and sales commission.... 26.0% 
hot air heat subtract i 0.9¢ 
it vitrolite in kitchen subtract. re 0.4¢ 
financing charges and sales commission add... 2.7 


SINGLE FAMILY TWO-STORY RESIDENCE 


family residence, described on pages 62 and 


a3 
Wtth 


usive of financing and sales commieeion....oa.t™ 
copper guttering, spouting &* flashing, add... 0.4¢ 


th variegated slate roofing, add... 1.0¢ 


wT? 4} 


lot 


nace 
vpages 


h hot water heat, ; 1.0¢ 


ut tile walls in bath, subtract.. 0.5¢ 
ut shower & with cheap plumbing, subtract.. 0.3¢ 
ordinary millwork, subtract. ee 0.5¢ 
“inancing and sales commission, errr 2.4¢ 


SPECULATIVE FOUR-FAMILY FLAT 


ive four-family flat, as shown and described 
72 and 735, excluding cost of financing and 


tales COMMISSION. cceecss eo eeereees 1 22.6¢ 


Wes +1, 
W4+}, 
Wei 
Wst+h 
4+ 
ith 
"are +h 
With 


VW +}, 


copper guttering, spouting & sacipnigiees add.. O« 1¢Z 
steam heat, add. ich ae 0.6¢ 
tile walls in baths, add. wi 0.6¢ 
showers in baths, add.. 0.3¢ 
first class plumbing fixtures, add....... 0.1¢ 
financing and sales commission, add......... 1.8/¢ 
first Brade POOTINE, GAGecccccccacoecesesese O41g 


EIGHTEEN-FAMILY MASONRY APARTMENT 


Fighteen-family masonry apartment, as des- 

cribed on pages 82 and 83, excluding cost 

of financing and sales éelen.........e 
With electrical refrigeration, add..... 1.2¢ 
With BOS BtOPOR, BEA. ccisccceoseccenee OE 
With beds, add......« . Old 
With tron rear porches *& steps, ‘ 1.2¢ 
With financing & sales commission, add. 2.6¢ 


THIRTY-FAMILY REINFORCED CONCRETE APARTMENT 


Thirty-family reinforced concrete apartment, 
as shown and described on pages 92 and 95, ex- 
cluding cost of financing and sales commis- 
ht MEPL R LT IPI NG. VII RA, 
With electrical refrigeration, add..... 
With gas Stoves, Add... eccccecevevvece 
With iron rear porches & steps, add. 
With financing & sales commission, add. 3.0¢ 














